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Utilitarianism is perhaps the most commonly used framework of thought for policy making. 

From the distant reaches of optimal accumulation to the more mundane exercises of benefit-cost 
analysis, the additive social welfare function is a common basis for thinking and action. Benefits to dif- 
ferent individuals (or groups) are added and the sum compared for selecting optimal plans or projects in 
theory, and something of that rubs off in practical decision taking as well 

Is this indeed a good basis for systematic thinking on planning problems ? 


THE object of this short note is to 
pose a couple of problems and to .solve 
none. It is concerned with the choice of 
planning objectives in general and with 
measures of inequality in particular. 

Utilitarianism is perhaps the most 
.commonly used framework of thought 
for policy making. From the distant 
reaches of optimal accumulation to the 
more mundane exercises of benefit-cost 
analysis, the additive social welfare 
function is a common basis for thinking 
and action. Benefits to different indivi- 
duals (or groups) are added and the 
sum compared for selecting optimal 
plans or projects in theory, and some- 
thing of that rubs off in practical deci- 
sion taking as well. Is this indeed a 
good basis for systematic thinking on 
planning problems? 

The utilitarian approach, especially 
as used in economic theory, has acquir- 
ed a reputation for egalitarianism 
through a peculiar dialectical process. 
It is obvious that if everyone had the 
same utility function with diminishing 
marginal utility and if a given total of 
homogeneous income were to be divid- 
ed between the people, then the way 
to maximise the aggregate welfare sum 
would be to divide income equally be- 
tween all. Rather hesitantly utilitari- 
ans like Alfred Marshall had played 
around with this argument, emphasis- 
ing the imrealism of the assumptions 
and carefully avoiding any practical 
egalitarian conclusions. But attacking 
utilitarianism, Lionel Robbins and 
others subjected this hypothetical egali- 
tarian conclusion to a lot of fire and es- 
sentially through this rather negative 
process the utilitarian approach develop- 
ed an egalitarian reputation. 

It is indeed strange that an approach 
which is concerned with maximising 
the sum of welfare levels of different 
individuals, irrespective of the distribu- 
tion of these levels, should have deve- 
loped the reputation of being distribu- 
tion-conscious and egalitarian. This 
confusion arises from a simple analyti- 
cal coincidence. Maximising aggregate 
welfare out of a given total of income 
involves equating the marginal utility 


from income of everyone, and if every- 
one has the same utility function with 
diminishing marginal utility, then equat- 
ing marginal utilities amount to equat- 
ing total utilities as well. There is 
nothing particularly egalitarian in equ- 
ating marginal utilities — it is a condi- 
tion of maximisaton of the sum irres- 
pective of the distribution — but under 
the particular assumption made this 
happens to imply equating absolute le- 
vels of welfare as well. What if that 
particular assumption is dropped? For 
example, what if one person is suppos- 
ed to have a utility function that yields 
values exactly half that of the other? 
The utilitarian rule would still want to 
equate marginal utilities, but to satisfy 
this rule in distributing a given total of 
income between the two, more income 
will now have to be given to the se- 
cond than to the first on the alleged 

ground of the second's superior enjoy- 
ment power. That is, rather than giving 
more to the first, who would be less well 
off even if income? were equally distri- 
buted, the utilitarian rule would recom- 
mend the compounding of his deficien- 
cy by giving him less income as well! 
This brings out utilitarianism in its true 
colour, and demonstrates that far from 
being egalitarian, it is an approach that 
will tilt the balance in the direction of 
greater welfare inequality in the ab- 
sence of the assumption of a uniform 
utility function for all. 

Of course, much depends on the as- 
sumptions of interpersonal comparabili- 
ty and if for some reason it is thought 
that marginal utilities are fully compar- 
able but total welfare levels are not 
(because of an arbitrary constant in the 
utility function), then indeed utilita- 
rianism cannot be demonstrated to be 
incgalitarian. But this is only because 
under those circumstances no statement 
whatsoever can be made about inequa- 
lities of welfare levels anyway. Further, 
it is odd to assume that marginal utili- 
ties are comparable but welfare levels 
are not. Indeed perhaps the only sys- 
tematic way of thinking about interper- 
sonal comparisons is to ask oneself whe- 
ther one would prefer to be person 1 


(e g, an unemployed unskilled labourer 
of a certain type) in state x or person 
2 (eg, a well paid manager of a parti- 
cular type) in state y. As a framework 
of thought, the logic of such interperso- 
nal comparisons have been extensively 
explored by Patrick Suppes, John Rawls 
and others, and it is obvious that if this 
is the framework then comparisons of 
levels of welfare is prior to comparisons 
of marginal utilities, so that utilitarianism 
can scarcely take refuge under this um- 
brella. 

Is all this argumentation quite non- 
operational — a set of bubbles that 
collapse at the first touch of reality? I 
should argue that it is not. Any pro- 
cess of economic planning for a coun- 
try, or any serious political movement, 
has to be concerned among other things 
with handicapped people, with the un- 
educated and the underprivileged, with 
tlie old and the sick. And a utilitarian 
framework of thought — however ill- 
defined and ill-specified as a background 
— can influence one's thinking in di- 
rections that foster real inequality 
rather than reduce it. What is impor- 
tant in this is not merely the set of for- 
mally developed planning models or 
systems of benefit-cost analysis, but the 
general approach to these questions, 
which, however vague, colours one's 
thinking and action. 

A particularly important question for 
a poor country is the problem of mea- 
surement of income inequality. Various 
statistical measures exist which have 
been used with data from many coun- 
tries, including India. The Gini co- 
efficient of the Lorenz distribution is 
perhaps the most widely used measure, 
but the variance, the co-effteient of va- 
riation, the relative mean deviation, the 
standard deviation of logarithms and 
other measures have also been used. 1 
How can one judge the appropriateness 
of these measures? Recently, in a pion- 
eering contribution, A B Atkinson 2 has 
suggested that these measures should be 
judged in terms of a social welfare 
function; corresponding to each per- 
son's income y a value of u(y) may be 
calculated — the same function for all 
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— and added. It is then checked whe- 
ther the inequality measures relate in- 
versely to values of aggregate welfare, 
for a given total of homogeneous in- 
come. Atkinson finds that in general 
these measures do not have this proper- 
ty. Atkinson's results on this are sup- 
plemented in a theorem by David New- 
bery 3 who shows that there can be 
no additive social welfare function which 
ranks income distribution in the same 
order as the Gini co-efficient. How 
damaging is this result for the much- 
used Gini co-efficient? It one is wedded 
to the utilitarian approach, the answer 
is: very serious indeed. On the other 

hand, we have argued that the utilita- 
rian approach fails precisely because of 
its lack of concern with distribution of 
welfare levels and as such it should be 
a particularly poor approach to use for 
judging the appropriateness of inequa- 
lity measures. It is possible to show 
that non-additive social welfare func- 
tions exist that rank income distribu- 
tion in precisely the. same order as the 
Gini co-efficient. The concentration on 
the additive form and the importance 
attached to non-correspondence with 
the maximisation of the welfare sum 
would appear to be examples of the 
powerful hold that utilitarianism has 
on the thinking of economists and poli- 
cy makers. 

To recognise the poorness of the uti- 
litarian approach is important not only 
for policy making and planning but 
also for devising the teaching of econo- 
mics. Since today's students will be 
making policies tomorrow — or criticis- 
ing them and raising hell as and when 
necessary — the concentration on the 
utilitarian approach in the teaching 
programme may not be as innocuous as 
it looks at first sight. The purpose of 
this short note has been to raise ques- 
tions about the utilitarian framework of 
thought both in policy making and in 
the teaching of economics. 
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Forges Ahead 

WITH LOCAL CONSTRUCTION WORK 
& 

PLANT CIVIL WORK 

TIIE MANAGEMENT OF SPIC EXPECTS TO PLACE 
BEFORE SOUTH & CENTRAL INDIA FARMERS LARGE 
QUANTITIES OF DIFFERENT TYPES OF FERTILIZERS 
IN TIIE EARLY PART OF 1974 

SPIC’s Product-mix includes, on 330 days production basis — - 

— Ammon i a 363,000 M.T./year 

— Ure a 528, OCX) M.T./year 

— DAP/NPK 185,000 M.T./year 

of 2-3 grades 

SPIC will produce its own Phosphoric Acid from a 151,000 MT/ 
year Sulphuric Acid Plant for a 53,000 MT/year phosphoric Acid 
Plant. 

Integrated with SPIC and executed by the Department of Ato 
mic Energy Commission would be India’s largest Heavy Water 
Plant. 

SPIC is undertaking to establish, in its second phase, a 66,000 
MT/year Soda Ash Plant & a 66,000 MT/year Ammonium Chlo- 
ride Plant, in collaboration with Tamil Nadu Industrial Develop- 
ment Corporation Limited (TIDCO). 

“ SPIC GROWS TO SPAN THE NATION " 
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